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DOES MONEY MATTER IN SINGAPORE? *

It might be held that, in Singapore, money matters above
everything else; but that would be to argue at a commonsense level,
to which BEconomics has never been confined. What this paper asks is

the extent to which Monetarist Theory has applied to Singapore.

The Republic is suitable for a case study of Monetarism, which
stresses the importance of price stability and its connection with
monetary contrel because, with Malaysia, it has had comparatively low
rates of inflation, remarkably low for an exceptionally open economy
in a period of world inflation. From 1961 to 1972 Singapore's consumer
price index never rose by more than 3.3 per cent a year, and the
average annual rate of increase was only 1.2 per cent, one-guarter
of that for the group of industrial countries. There were sharp rises
of 26.3 per cent in 1973 and 22.4 per cent in 1974, following the
first dramatic rise in the world price of o0il, and a concurrent two-
year rise in the price of imports of 65 per cent. Over the next five
years the average annual increase fell back teo 2.5 per cent, also about
one-guarter of the corresponding average for industriel countries.

The second oil shock was associated with increases of Singapore's
index by 8.5 per cent in 1980 and by 8.2 per cent in 1981, but the

rate fell back toc 3.4 per cent in 1982 and was less than 2 per cent in 1983.

Table 1 gives a more detailed view of rates of inflation in
Singapore and other countries, The last row lists simple correlation

coefficients between Singapore's rate and those of the other four Asean
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countries, India, South Korea, Japan, the group of industrial
countries and the world average as computed by the IMF. Although
strongly influenced by the exceptional increases of 1973-74, these
correlations point to something like a common causal process for

Asean countries including, after 1969, Indonesia in its recovery

from the disasters of the Soekarnc regime. They alsc point to a closer
association of $Singapore's inflation rate with that of Japan than

with that of the group of industrial countries, but only because Japan

is also an exceptionally large importer of oil.

1. Simple Monetarist Tests

" The simplest Monetarist assertion, often made by Milton Friedman,
is that there is a strong, and well-nigh universal, positive
association between the quantity of money and the monetary value of
the national income. This is taken to indicate stability in money's
{income) velpcity of circulation or, failing that, stability in the
demand for money as a function of money income. The data in Table 2
seem to support that claim as they yvield a regression eqguation

Lp M = -1.211 + .986 Ln{PFY} -2
N =15, R" = .99, F = 1,431 (1)
M denoting money in the narrow sense usually labelled Ml, P the

GDP deflator and Y the value of GDP at constant prices. From (1) we

can deduce
P=1.014m ~ ¥ {la)

Lower case letters denoting percentage rates of change. That of course,

would perfectly accord with the simplest form of the Quantity Theory of



TABLE 2

MONEY, INCOME AND INTEREST, 1968-1982

YEAR
1968
1969
1970
1871
1972
1973
1974
1975
1976
a7t
1978
1979
1980
1981
1982
Mean
Std.Devn.
Variation

Growth Rate

M 24 4 L Y
1600 1000 1000 L0006
1145 1163 1lio 1137
1343 1345 1291 1233
1454 1581 1338 1455
1970 1890 1719 1650
2188 2365 1702 1840
2383 2907 1604 1957
2904 3098 1909 2037
3352 3378 2172 2189
3692 3698 2256 2362
4174 4092 2622 2566
4774 4740 2785 2807
5235 5609 2843 3098
6179 6573 3154 3406
£935 7165 3423 3622
3250 3380 2069 216l
1883 1968 766 813

58 58 37 ag
14.3 14.3 8.7 8.3

1000
1060
1000
1000
938
1125
1281
885
848
878
956
1185
1700
1479
1166
1096
238
230
2.4

Notation:

Sources:

M = Ml = currency cutside banks plus chegue
deposits of the public.

P = GDP deflator

L = M/P

Y = GPP at 1968 prices

I = Index of banks' minimum lending rate

Yearhook of Statistics, Singapore, 1982;

Economic Surveys of Singapore.



money, and gives a velocoity of 3,337,

Modern Monetarists, however, prefer another, more sophisticated
version of this theory, formulating it in temms of real money balances,
denoted by L = M/P, and allowing, after Laidler’s correction of
Friedman's empirical work,l an influence on L from the rate of interss:,
I, as well as from real income, ¥. That, too, seems to be "verified"”

by Table 2, from which we can estimate

Ln L = 1.253 + 1.019Ln ¥ - .705Ln I 3
{(30.9) (48.1) {10. 4}

M =15, R" = .985, F = 455, D-W = 1.313
t gtatistics are in parentheses.

We might, of courze, raiire it furthor by substitubing & meagare of
"permanent income" for ¥, and bv adding an influance from sone meisure
of the "expacted rate of inflacion”. vt such measures are difficult,
the series are short, and th: adivstes coefficient of corvalation is

3
already gquite high. From (2} we mav dzdnge

o
P

P=m=~ 1.01% + L5051

a similar result to {la} but recognizing a positive influence con
inflation from percentage change in the rate of interest. Equation (2
has, of zourse, the same {orm as the Kevnesian liquidity domand funro
but here Monetarists would stress the stability of this function apd
Keynesiaﬁs its instability, dus to sudden or ertatic chances in the

"gtate of long-teim expactation®,

Since Friedman's presidentiazl address” to the American Econopic
Zssociation, Monetarists have used the Vexpectations-augmented™ Phililips

curve as the "missing eguation” for separating the income and price



effects of a monetary change. It may be written as
p = £(X) + ﬁ

where X is unobservable excess aggregate demand and ; is the equally
unobservable expected rate of inflation. We may follow Laidler4 in
taking the ratioc of actual to trend real income, Y/Y as a proxy for
excess demand and use an exponential autc-projection of p as
representing 5; (it differs from the usual geometric lag by making

some allowance trend in pl.

This idea is tested on the data in Table 3. The trend of real
income is well-defined as exponential growth of B.8 per cent a year,
and deviations of p from p, with a mean of -,26, have little systematic
bias: to that extent p conforms to "rational expectations”. There is,
perhaps, further comformity to rational expectations in that p-p
and Y/? are uncorrelated (ﬁz = ,009), but that means we cannot use the
Monetarists' “missing equation” here to separate the price and income
effects of monetary change. A more favourable statistical result might
be cbtained by experimenting with different trends and lags, but that

does not seem likely nor, it if did happen, would it be very convincing.

2. Income and Interest

So far, then, the only satisfactory result is (2a), not purely
a Meonetarist equation. Can we, in view of the failure to find an
expectations-augmented Phillips curve, get any othgr explanation of
real income growth, y? One can be found from Table 4, but along

Keynesian lines. Here the regression equation is



TABRLE 3

ACTUAL AND EXPECTED INFLATION RATES AND ACTUAL AND TREND LEVELS
OR REAL INCOME, 1968-1582

Year P P p-p Y Y Y/Y

1968 1.1 {0.0} 4315 4937 .874
1969 2.3 2.0 0.3 4906 5394 . 810
1970 1.7 3.2 =15 5579 5873 .47
1971 4.5 2:3 2.2 6278 6438 -975
1972 5.4 5.3 0.1 7120 7034 1.102
1973 1z.1 6.6 5.5 7941 7684 L.033
1974 15.6 14.4 1.2 8445 8395 1.006
1975 2.4 19.0 ~1l6.6 8790 9172 . 958
1876 1.4 2.7 “}.3 9447 10021 .943
1977 1.8 1.2 2.8 10193 10984 .911
1978 1.8 -0.7 2.5 1lo71 1196l . 926
1979 3.9 1.4 2.5 12114 13068 927
1980 7.4 3.7 3.7 13367 14227 . 940
1981 5.4 8.5 =Rl 14695 15598 . 942
1982 3.2 6.4 ~-3,2 15627 17041 . 941

1]

Notation: p

2 A

growth rate of GDPF deflator

A
= — ! TR o
P am st rga B A =6
¥ = real GDP
¥ = exponential trend value of Y

008

it

Regressions: Y = 4519

3

.814, F

It

62.1

PP al + az(Y/Y)

H

T
]

.118

009, F

Note: The mean of p is 4.65 with standard -deviation 4.20;
that of p is 4.91 ,with standard deviation 5.58.

Sources: As for Table 2,



TABLE 4
INCCOME, DOMESTIC EXPORTS AND FINED CAPITAL FORMATION, 1268-1982
(5 ¢ million}
Year Y E F § e
1968 4315 1433 997 4949 -634
1969 4906 1583 1285 5283 -377
197C 5579 ie78 1712 5686 =107
1971 6278 2148 2101 6333 - 55
1972 7120 2794 2411 7042 78
1973 7941 3510 2615 7719 222
1974 8445 4754 2884 BB30 -385
1375 8790 4226 2766 8355 435
1976 9447 4917 2909 8967 4BO
1977 10193 5888 2952 970¢2 491
1978 11071 6544 3262 1042C as1
1979 12114 8082 3741 11907 207
1980 13367 9959 4494 13855 -488
1981 14695 10733 5204 14971 ~-276
1982 15627 10611 ©459 15868 ~241
Msan 9326 5257 3053
td. Devn. 3508 3294 1455
Joriztion 38 63 4B
oewth Rate 8.8 16.0 10.3
Notation: Y = GDP at 1968 prices
E = Domaestig¢ Exports at 1968 prices
F = Fixed Capital Formation at 1968 prices
; = Trend-value of ¥
e=v -y
Sources: As for Table 2.



Y = 3131 + .723;-:"3 4 | TGER {(3)
{3079} (10.8) (917}

N =15, R = .,285, F = 456, D~W = 1.051

d ; . .
where E~ denotes real domestic exports of goods and F real fixed
capital formation. This seems statistically satisfactory even if
. . ; : & § ;
serial correlation of residuals is not excluded, and although it might

. : . d
well have been better to attempt inclusion of services in E .

Equation (3} is decidedly Keynesian but does not, of course,
exclude monetary influences on domestic exports or fixed capital
formation, although K.P. Wong found a statistical explanation for
private investment solely in terms of lagged government investment

7
and lagged exports for his macro-model covering 1960-1969,

One obvious possibility is the effect of money on the rate of
interest, but it seems that this has becowe largely determined not so
much by local monetary conditions as by international levels of interest
rates. For, if we accept the banks' minimum lending rate as representative
of Singapore rates, and the three months Libor rate, A , as representative
of international leveis, there is a strong if imperfect connection
between them. Using annual data for 1968-1982 we find

I = 4.26 + .481)

N = 15, R® = .743, F = 41. (4a)

It is true that Singapore rates were controlled up to 1972, but we do
not get a markedly different result by taking the period 1972-1982;

I = 3.97 4+ .5143

~
£

N =11, B = 779, F = 36 {4h)



5

=

TABL

INTEREST RATES, 1968-1982

{per cent)

Banks'

Yaar LIRCK Min. Lending
E Rate

1968 L. 36 85.00
1969 G, 7h G.00
1970 8 il 8.00
1971 &, 58 8.00
1972 5.4¢ 7B
1973 3.04 900
1974 3 ¥ Gl 10,25
1975 g 7.09
1976 b, 28 6. 78
1977 Eh e 7.2
1978 &7 7.865
1979 a6 G, 48
1980 14. 58 13.60
1981 16.51 11.83
1962 132.00 2.33

Mean G, 37 8. 77
std.Devn. 3. 46 1.91
Variation }7 20
Growth Rate Zal 2.4

Spurces: Statistics;




This is not surprising, Monetavists would agree that, in a small open

closely vary with world rates.

Keynesians, however. could not deny an alternative monetary
influence on domestic exports or private fixed capital formation from
variations in the availability of bank credit, whether or not that was

reflected in interest rates. For, in & Treatise on Money , Keynes spoke

of a "fringe of unsatisfied borrowers', and later added a "finance
o ; ] 8 .
motive” to other motives for holding money balances, one arising
from the need to meet contractual obligations connected with investment
s g oo G , . .
activities. 5.Y. Lee states that the Monetary Authority makes effective
use of persussion and directives Lo which the banks respond, especially
in regard to credit constraint, in times of inflation., He also states
that there has been Littls scope for open market cperations or variation
of discount rate, and that there have been noves towards seleckive

2 _ - . . . e 10
credit controls which favowr "productive activities®.

?. _Prices and Zxchanges Rates

If real income and interest rates depend mainly on external
conditions, and real income alsa apon fixed capital formation, what, in
view of {2}, could bha s major role for money? All that is left would
appear to be determination of the local price level. That, however,
also seems to be ruled out berause of Singapore's heavy dependence

on external trade,

There is a pricr problem of selecting a price index, and Table 6

offers a choice of indexes for consumer price and for GDP deflators



= L=

TRELE &
PRICES AND THE TRADE~WEIGHTED EXCHARGE RATE, 1968-1982

Year P P g g ]
1968 1060 1000 1000 1000 {1016}
1969 998 1023 58 1042 (1014}
1970 1001 1040 1042 1092 {10113}
1971 1019 1087 1105 1105 1000
1972 1G40 1146 1110 1110 999
1973 1314 1285 1257 1257 857
1974 1e08 1485 1770 1749 895
1975 1652 1521 1784 1770 924
1976 i619 1543 1504 15889 916
1977 1672 1567 1579 1974 a3z
1978 13h1 1592 2021 2015 B84
1979 1821 1714 2252 2260 857
1980 1976 1841 2591 2621 845
1981 2138 1959 2744 2777 786
1982 2211 2033 2748 2735 172
Mean 1522 1455 1757 1760 898
Std.Devn. 433 346 640 641 73
Variation 28 24 6 36 8
Growth Rate 6.8 5.6 8.8 8.7 ~2.2

Notation: Pc = consudmer price index
= GhP deflator
I GhP deflateors for exports and imports
RT = index of trade-weighted exchange rate as compiled

by the Overseas Union Bank. A decrease signifies
appreciation of the 55.

Sources: As for Table 2, and S.¥. Lee, op.cit., p. 46.




iteelf, exports and imports. It is Jenerally

@t the ODP deflator is, in principle, a better indica

f infletion than the consumer price index if only because it haz =

:lder coverage. Fortunately, there is little need here to be concexry

rival merits because, between 1968 and 1982, they had =

spout their

¥ weriect correlation;

c .
Po= 291 + 1.245p

There is an

Lort and imnort prices, both being measured in Singapore dollers:

il . ~ . o
o= ~L.000 4+ 1,0220% TG
A
N=2l, R = ,0490, F = 12,887

cructal relation, however, is that betwee:

defiator and the QP Saflstor for imports. We find

(7]

P LiG o+ L, flgpn
N =21, &7 = .97¢, F = 578
cvuld mzen that, given the axchange rate for the Singapore doll.x,

Ghestic prices are determined by world prices for imports. Bu® this,

&7y

not inconsistent with a Monetarist finding that, in an oo

=2l exchange rates, the domestic rate of infletion re.

w0 equal the world rate of inflation.

&omanooe

Since 1973, however, the Singapore dollar has bean on "z

is related to ar undisciosed basket of trading par

Picar™ that
currencies, and the float is suppesed to be managed with a twin viecw o
13
Two

4 " g . . i i 4
keeping export prices competitive and the cost of living stable.



local banks have compiled their own indexes of a trade—weightéd
exchange rate, and that by the COverseas Union Bank has been preferred.
It appears from Table & that, between 1973 and 1987, import prices,
measured in Singapore dollars, roge at an average annual rate of 8.7
ber cent a year, and the trade-weighted exchange rate fell by 2.2

per cent. Owver this decade, accordingly, management of the float would
seem to have offset about one-fifth of the average rise in the foreign
prices of Singapore's imports. It added, bowever, about one-fifth to

toreign prices of Singapore's exportis.

5.Y¥. Lee has argued that the movements in the exchange rate would
have comparatively little offect on singapore's exparts. They would
clearly have none on re-exports, which still account for about one-third
of total exports. Lomestic cxports, moreover, have a high import content,
directly and indirvectly through the import content of domestic inputs
to industrial production, so that added value, in 19280, was only
one—-quarter of the total value of their production. There would, too,
be repercussions of exchuange rate changes upon the cost of living and
50, to some extent, on industrial wages.lg 1f these arquments are
accepted it would be more important to emphasize domestic price stability

than competitiveness of export prices in regard to exchange rate policy.

4. Money Supply and the Exchange Rate

There is much support for the view that the Monetary Authority
of Singapore has come to see management of the exchange rate as its maost
important task, buf it is not so clear what such management is intended to
achieve. B. Kapur has pointed out that, in a small open economy, monetary

policy and exchange rate policy are inseparable because "specification of



the latter dictates the essentiazal matuie of

jaH

W. H. Branson has said that domestic wvrice stability reguires

adjustment of the real money stock to fluctuations in the demand

for it, and “this will result in variation of *he exchange rate that
A . , T :
offsets variation in the world price level™. M.J. Frv is mors

definite about the objective of exchange rate policy having been to

stabilise prices; “Singapore has chosen to appreciate its currency in

[%a]

. . ; ; e
order to maintain domestic price stability", J.R. Hewsorn, however,

is less sure of the Authovity's obiectives; "monetary management in
Singapore seems to have taken on many of the characteristics of a
difficult 'juggling act' ... and it is auite frankly difficult to

see how the MAS has kept 'all the balis in the air' ", especially as
it has guite limited possibilities in regard te open market operations

: 3 A0
and discount rate policy.

. U -
The Chairman of the Monctary Authority nas gertainly stressed

that changes in the money supply ars consequences of intervention in
the foreign exchange market. “Monetary polizy as it is understood in

' he said, “that is, control of the

modern industrial countries,®
money supply - has no place in Singapore. Nobody irn the Monetary

Authority bothers if M1, M2 or Mi is goina up or down".

Before looking into these questions, it will be as well to decide
what measure to use for the money supply. From 1970, when statcistics

for M3 were first published, to 1987 we obtain the fellowing regressions:

s
No= 13, BT = 962, F = 301
M2 = ~3,621 + 3,938 M:

N o= 13, R = .968, F = 368



-~ 1ge

These point to choice between the threec measures as being of little
consequence and, if oniy for reasons of convenience, 1t seems bhest

to use Ml.

From 1970 to 1982 M1 grew at an average annual rate of 18.1
per cent, and its annual increase by 9.2 per cent. The mean annual
increase of M1 was only two-thirds of that for bank credit to the

private sector, and little more than cone~thivé of 2 large drain of

g

liquidity to¢ the gnvernment sector. Over these thirtesan vears, indeed,

(4

changes in the banking system's net claims on both domestic seectors

would have made for an average annusl decrease of M1 by $660 million,

instead of the actual average jncreace of o mrllion.

This extraordinary situatior results from large fiscal surpluses
which are themselves an unusunl feature =% modern govermment. In

Singapore, the private sec-or

large sums of money

to the govermment, & minor part dicectly becuuse oF current budget:

surpluses or modest subscriptions ©o government leans, and a maijor part

indirectly as compulserv conteibuzions to the Centrsl Provident Fund or

voluntary deposits with the Post Ofiice paving Bank which use most of
them to buy goverrment securities. By no mesns all these transfers from
the private sector are returned %o it by spending on public works,
repayment of government debt, or withdrawals for purchase of housing.
Considerable sums have accumalated, as Takle 7 shows, in the form of
deposits, wmostly with the Monetary Aauthoricy, although scme appear

to have been used to repay externcl public debt or to acguire publicly

owned Fforeign assets.

The large drain of ligquidity has been, t0 some extent, offset by

large net capital flows. Those, however, which have been recorded hardly
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sufficed to meet current deficits in *he Lalance of payments; from

197C¢ to 1982, these deficits avariged 51,99 wiiijon a vear ard the

recorcded capital inflows, 22,103 millicn o vear. In addition, there was
. s 3 : ’ W16 V. , —_—

a mysterious "balancing item® which fluctuated greatly but averaged

$200 million a year, thus giving an average overall surplus of $1,170

million a year. That, of course, reprasents net increases in official

.

reserves of foreign sxchange, nearly all held by the Monetary Authority.

v

But for the acquisition of suclh foreign agsets by the Authorityi”
there would have been rapid appreciation of the eXchange rate and a
much smaller ofiset to the govermment drain of liguidity; i.e. severe
deflation of Singapore prices unless there had been a compensating
expansion of bank credit te the private sector. As things were, the
Authority intervened in the foreign exchange market to supply Singanore
dollars by buying foreign currencies, especially U3 dwllars. Such
intervention had the triple effect of wifsetting the government liguidity
drain, increasing official reserves of foreign exchange, and retarding

appreciation of the exchanga rate.

Intervention, however, did not result in either a ateady growth
of Ml or in price stabilietv. Over these years M1 bad an average growth
rate of 15.1 per cent and a coeificient of variation equal to 25 per
cent; the GDP deflator had an average growth rate cf 5.1 per cent and
@ coefficient of variation also egual to §5 per cent. As has bean shown
the average appreciation of the exchange rate was 1.2 per cent a year

with o coefficient of vaeriaticn of oniy 8 per cent. From this it seenms
that steady and moderate appresiation of the exchunge.value of the
1-l:

Singapore dollar was the over-riding oblective of monetary holicy. One

purpose, of course, weuld have been to contain inflation but price
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stability appears to have been stbordinated o that of stable.growth
in real GDP; for, over these thirteen vears, the average annual growth

real GDP was 9.3 per cent with a cosfficient of variation of

C
th

31 per cent,

These considerations support Hewsen's view of a juggling ast
with three balls corresponding to the objectives of adeguate provisicn
ef credit to “accommoxiate economic activitv", preventicon of "undue"

11}

fluctuations of interest rzates, aad maintainence of “a strorg and

stable” exchange rate. 2s he points out, these oblectives cannot be
fully compatible, but we have seen that Jless attention come to be paid
Lo regulating interest rates as Singapors devaloped into a major
financial centre. large capital inflows enabled i1t to have both an

appreciating currency that moderated the transmission of world inflation

)

and permitted & fairly steady growth of real income.

3. Money and oonemic Activity

it iz time to draw together the threads of this discussion in
an attempt to decide how much, and in what ways money has mattered in
the Republic of Singapore. The following diagram helps in this respect,
arrows indicating presumed causgal directions. It does not represent a

complete econometric model, only the relations considered in this

examination of Monetarism, and then in a scomewhat condensed wavy.
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The first causal chain runs from Libor, representing world
interest rates,. to the domestic interest rate [equation (4)1 and from

L3

that to liguidity leguation {2)]. higuidiny, oy definition, depends
on money and domestic prices, which are governed by foreign prices

feguation (7)1}, given the exchanye rate. It 1is, as usual, supposed that

the demand for money is instantanecusly adjusted to its supply.

Given the large net drain of liguidity from the private Lo the

ublic sector, and ¢given alsc the adverse balance of pa nts on current
P : E

account, ilncreases in the money supply depend on net capital inflows
{including the "balancing item"), and on interventicns by the Monetary

huthority in the foreign exchange market in ovder to prevent these



inflows from having a full effect in appreciating Singapore’'s .

floating dollat.

Civen worid prices, the demand for Singapore's domestic exports
must depend on the conditions of world demand, but their supply also
depends upon domestic liguidity, which is needed to finance working
capital. Between 1968 and 1982, the adjusted coefficient of correlation
between real domestic exports and liguidity has been found as .941
Their supply, of course, must alsc depend on provision of fixed capital,
but with & time lag; the adjusted coefficient of simultanecus correlation

was only .149 .

Fixed capital formaticn itself also depends upon liquidity, both
through direct capital inflows for this purpose and through borrowings
from banks or other local financial intermediaries. Private capital
formation would be much more sensitive to liguidity changes than public
capital formation; but, from 1973 to 1982, the latter was, on average,
less than one-quarter of total capital formation. We might also note
t+hat annual increases of bank credit to the private sector have been
a substantial proportion of gross domestic capital formation - two-fifths

over 1979-1981.

Both domestic exporbs and fixed capital formation, as eguation (3)

showed, can be regarded as major determinants of real GDF.

Money, then, has mattered in Singapore, but more in a Kevnesian
than in a Monetarist way. It is impossible to accept 1itera11y the
expressed view of the Chairman of the Monetary Authority that "monetary
policy ... that is, control of the money supply - has no place in

Singapore". Although the primary aim of the Authority is control of



the exchange rate, not control of i, MZ or M2, this involves
corresponding changes in the money supply to an extent depending on
actual adjustments of the rate. The rate, morenver, zeems to have been
adjusted s0 as to promote stable growth of real income by ensuring

adequate liquidity for domestic exports and for fixed capital formation.

Nor, of course, can it be doubted that monetary mismanagemant, -~
policies which lead to excessive or uncontrolled expansion of the money
supply, - could have serious consequences in Singapore, as it has had
ir £0o many other countriss. Hong ¥ong is a recent example. Recoonitieo:
of the importance of money, actual or potertial, is rot bound to
acceptance of Monstarist theories about the ways in wnich money affects

the working of an economy.
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Footrnotes

* I gratefully acknowledge helpful comments on an earlier draft
by Lee Sheng Yi, Wong Kum Poh, Tsao Yuan, Basant Kapur and
John Kerr.

1. "The Rate of Interest and the Demand for Money - Some Empirical
Evidence”, Journal of Political Economy, 1966.

2. BSome other results may be used to check {2).
la) S.Y. Lee, using quarterly data, 1S6BT - 19821, found
In L = ~4,104 + .962Ln ¥ - .127in I - 215 LLn P
{~21.47) {(38.08) {2.97; {~.90)
-
R™ = 4965, D-W = 1.895
where I is the bank's three-months deposit rate and P is the
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Management in Singapore {(Mimec, 19%2).
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Ln L = .217Ln ¥ -~ ,O2BLp I ~ 1.313 Ln P __ + .754Ln L 3
(2.67) {3.51) {3.79) T{11.49)
s |
FT o= 025, SEE = .017, D~W = 2.08

Rere I = overnight, interbank rate and P » gonsumer price index.
Ch. 3 of Monetary BAuthority of Singapore, Fapers on Monetary
Economics, 1981
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Lo L = .35 + ,94Ln¥ - 041
(0.9 (26.0} {(-2.8}

Here I is the prime lending rate., Ch. 6, idem.

{d} K.P. Wong, using annual data for 1961-1978, found

L L = ,2927 + .H75Ln Y - .3503Ln I
(2.0435) (52.4411) (6.5206)
R% = .9947, D-W = 1.6084

Essays on Lthe Singapore Foonomy (1982).
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